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ORDNANCE, 
INC. 

R«o,NV«9512 F«:7754SM3tt 

Email: jofo^mordxom Webj wirw.n8onl.coiii 



June 21, 2004 

BY HAND DELIVERY 

Ms. Deborah CanuN 

Chief 

Enforoement Division 
U.S. Department of State 
Bureau of PoRjcat-Mllftoy Af^lre 
DirectoTHte of Defanse Trade Controls 
WasNnigton, D.C.20»a<H12 

RE: DTC Case No. RR 04-1 18 
Dear Ms. Carrofl: 

This Is in response to your letter dated June 2, 2004, regaiding U.S. Oidnanoe and Hs former 

offi" IV*;".^ri ]^ ftl ''•"^"^ ? T' "^"^ *°"°**"9 b a fen report explaining the rob Mr. 
D^wrd, sr. played in U.S. Ordnance, pnor to his separation on June 1. 2004. U.S. OrdnanM is oroiAdina 
ttjreport^r^nt to instructions from the Diredwate of Defense Trade Controls rSSto^nSd S 

iS^S^?2lI u"*^ ^"i^ Regulations OTAR-J. U.S. Onlnance r^liites and prufesls amMmpRcaiion 
that this report Is provided In connection with a possible violation commitled by uS^rwiIoT^^ 

«ftrih,rfJi?rJ5* ^^.^^ of Information Act, ad providers of infbnnation to which source infbrmafion is 

^^ te JJ5 SS^'**" ''^S ^*r* ^^'^^ "^^ *° *«*« ^^ Information exempted frwT 
aSSS„M5I?S^ pursuant to applicable provisions of the Act. 5 U.S.C. B522 & (S(4)- (blffi) 

^SrS'iScSS^LS*'* *^'^*? ""***' ^W*^"* P"^^^'* "^f ^ Privacy /Us US C.ii^^ ^' 
^^J ^^*i Pfwrisjorw of the Internal Revenue Code to protect personal arStorwSr 
infbmiabon from disdosure to third parties. >i«i wiu napayw 

fhr. I mnff^^^Sf^^^ "1?!)!?^H?' '"e^WMy, In connection with Case No. 974)023WWII«C pendina in 

Ordrranoe. he never finandaily invested in the company, nordid hS™Kpate^nv «Srt i^' 

S^'SrSf'^ ■^t?!!^'^ !!!r^^ ^eZSLtes that Mr. O^S^JS^^^^^ 
ofU^nEuwe, and he did not receive any direct or Indirect benefits from his emptoymSrt i^Sl SST 

A. FORMATION OF U.S. ORDNANCE 

In 1993 Curtis Debord, Jr. sterted American Arms/Deite in Reno Nevada The i)usinM« »«« «»>» 
M ^^^" '^'Hriacturir^ machine guns for the moSon picture Uni^m^Sj^S^^Z^^ 

by Curtis Debord. Jr. on July 28, 1997 ^e£ Attechment A) for the purpose (rftel^ over the 

ISS^^^ V°2?? ** 1® '^^^ **' ^"^^ Le^ D^'wn*' President of U.S. Ordnance For Dumoses of 
clanficafion, Curtis Lynn Debord will hereinafter be refen«d to as Curtie DellwS sTor iSr RSSTftr 
Curtis Lee Debord will hersin^tler be referred to as Curtis Deborxl. Jr «1lr dSwI Jr ' 
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manuiacwnng of oonvndroial collector-flrade lireamis from Amerioan AiiiisA3ella. At the firaa of 
inoorporaHon, Mr. Debord. Jr.'s attorney. Steven F. Stucker, biiefly hoM Hte posHfon of fnitlardireclDr of 
ttiewmpariy as weB as an ofn(»r positions (gge Atlachmem B^ 
nwrrths after incoiporation, Mr. Debord. Jr. became the sole director of She compam. andS ™5ed^ 

So^?'»P*?5l*J?^ '^'?:[!1?"*5>' ^ evidenced l>y the reports filed annually «^ the State of 
Neva^ JMr. Deboid. Jr has letalned the position of director, and alt officer posMons in the compamr 

U.S. Ordnance, or he«d any officer posiUons of the company, and therefore has never played any part ir 

2SrS!Ef!^®ri;?r'S' T'^'^^'^S^^'' ^' *"• °^*^' ^■'^ «mptoyment^V8atesand 
^SAj^^t^ !m f 22^" "'^' ^' P** *° ^' Mf- Debon^. 8r. was not involved with an 
^t^t^u^^J*^^"^ °' U.S Ordnance, nor did he contribute to its business strategy. Mr. Debopd Sr? 
«feariy had no role in esfablfshing U.S. Ordna^oe. v^ovm, w. 

B. U.S. ORDNANCE GROWTH AND EMPLOYMENT OF MR. DEBORD, SR 



..«*, o s^Af^'i: °™"«!'°® eatperienoed significant growth in demand tor Us products. In connection 
^t^ °?*^[^!.**r^"9 agreement. U.S. Onlnance became the exdusive manulacSre?SSS£ 
u1 SSlL^' ^^ "^'L**'*^ Weoseries machine gun and spaiB parts. TWs agreemeSS^Hlhed 
^L^J^S^ ^^^^ ^**""* ^L^ ™'*"^ Ouns for the U.S. GovemmSit. In sup^f SS 
safesjand foi^ e^ibes. Because the M80 machine gun is bigeiy uflized In tbr^n maSte dSe 

T^^:TJ^ ^S^Jt^^^ part Of U.S . Ordnance^ businek model. HSJSer.^enSftT^ 
s^JfiMirt amourrt of fore.gn sales, the Uruted States mJGiaiy mmalns U.S. Oidnanoe-4 secondte^est 
customer. Due to the ensuing demand for U.S. Oidnance products, U.8. Oidnahce ne<^Sto hlr?n«w 

SJSr^ y? S?*"^ ^^J!^ '^'**^ ^*^^ Mr. Debord. Sr. did not pursue this eiSplcyrrnt 
fti'H" .2"*!!!'^ ^^^ ^'^ employees, ike Mr. Deboid, Sr., who W^e highly quSEdto 
ftyther lis sates artd maric^ng efforts. AddHkmally. U.S. Oidnance targeted foreignmariCets not l^use 
**^ !'2[f'^®^?? *^ "'• '^^**°^' ®^' l"^ *»*=a«se ft ™8 wholly in aa^ 



Department of S 
produdB or not 



re^ster 



aatesr^TTrS 7^ ^^' ^ l!^!l! *^ ^" aggresshfe marketing campaign and its quaSlied 

demor^mhor« rt attended. Thfe .ncrease in business required Mr. Deboid. Sr.'s fiiB-time employmenl 
^U.S. Ordnance beginrwig in January 2003. Again, it was U.S. Oidnance who sought R^ Debwd 
Sr.-s increased bme commitment, it was not a change requested tw Mr. Deboid sr 



C. MR. DEBORD. SR.'S EMPtOVMENT DESCRIPTION AND DUTIES 

« =«i« ^'^' O"^"?"™ employed Mr. Debord, Sr. to uuriza his knowledge of firearms, and his efficacv as 
a s^man. As a Sai« arid Marketing Manager. Mr. Deboid. Sr.fe mah responslblHties inXted SSifina 
to trad«hows wortd^Mde to present U.S. Ordnance products, identifying ^Lss oppoitmSTin 

ZZSiST^T?"'' "^ ""Sri "^S?^' ^ Pi«sentinfl3rt inforii»lSffi!SJLr 
^^^^^ y ®* ^T^ ^^ ^"^ markeBng team conducted demonstratkms for US. andforeian 
^?!^ ^^.^^"^^^"^ ^- T^ B"'®^" of Alcohol. Tobacco. Firearms and Expioe^es rATF? 
and the Department of JusBoe (nOJ-) were fuliy aware that Mr. Debiid, Sr. was^SXwte fireams 

tJ^^^S^^J^,^ ^'^^"^ *^* ™* transferred to Mr. Deboid. Sr. Because his^b rSpJiSwiSS 
reoiared him to trave a subatertiia amniirrf ^ Hu ««.»<> ^^^.^ ^.j. «_.. . ^ /"" iwiwuwiiinies 



the U.S. O^nance wpricsrte 1S-a5:i;;;ure a^Tu:ro^^;;;^n;;^^^^^ 

STf 2S Z *"' T*^^ *^f, because there was nothing unlawfol involvS.r^ Z'. SSS' I ' 

JSniS^^ ^ '^'^^ °^' to carry out his responslbiffies as a Sales and MaiSS 

-^^ . i^ « Botfraveiing. Mr. Debord, Sr. had a very ImHed role (pilmarily technical manufacfuiina 



operated 
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Ordnance. Mr. Debord, Sr. has continued to operate end derive Income fiwn ftfe business WRh Itije 
source of tncome, Mr. Debord, Sr. did not need employment with U.S. Oidnance, but aoraed to tissist hi 
son with his expanding business. Until 2003, U.S. Oidnance received ttie benefit of Mr. Deboid, Sr 's 
sennoes and expertise without providing him wtfh any financial compensaflon in return. 

D.COIMPEIV3ATION 

TJe temra of Mr. Debord, Sr.'s Employmenl Aoreement» dated July 30, 2000, provided for a 
satary of $1 .000 per week, phis five percent of tlie gross sales of U.S. Oidnance. provided that Mr 
Debord, Sr. increased the gross sales to an amount In excess of $1 mllfion annually feee Atlachment F) 
As eraenoed by the attached documentation, this compensation was weB below market average (see 
AltecfOTienl O). The terms also acknowledged that because U.S. Ordnance was in a "cash-pooi* slluatiot 
at the time, Mr. Deboid. Sr. wduM defer both his salary and the sales incentive bonus This financial 
arangement with U.S, Oidnance was not unk)ue to Mr. Deboid, Sr. CuiUs Debord, Jr., President and 
ceo, and Nonnan Justice, a manufacturing engineer who had previously been the Chief Manulbcbiilflg 
f!^^^ **" the M60 machine gun for SACO Defense, also agreed to deter receivim compensation until 
U.S. Ordnance became more protitable. From 1998 through 2001, U.S. Ordnance experlenoed net 
^es. and generated only a negligible net income In 2002 (gss. Attachment H). As a result, Mr. Deboici 
ST. did not receive comp«isatton, and Mr. Debord, Jr. and Mr. Justioe received salaries far below the ' 
average market salary ^gg Attachment I). 

i.^ _^B"* .*** U :?• OnJnanw's Increased production and piofHabilty in 2003. Mr. Oeboid. Sr. received 
htesteted salaiy of $1 ,000 per week ftom Januaiy 2003 throt^h his separation on June 1 2004 
AdditfonaHy^rsuant to the advice of Sklley & Associates, an independent accounting firm, at tfie end of 
Itecember 2003 U.S. Ordnance pakl Mr, Deboid, Sr. the oompensatlbn that was due him In connection 
with the terms of his Employrnent Agreement Mr. Debord, Sr. earned a salaiy of $22,000 in 2000 and 
552,000 yearly from 2001 thimiflh 2003, for a total outstanding balance of $178,000. He was also'entWed 
tofive percent of the gross sales in excess of $1 millfon annually. Thb amounted to $135 849 In 2001 
p39,128 in 2002, and $827,217 in 2003. The attached Analysis of Salaiy and Bonus to Curtis Deboid 
Sr. provides further detail and evklences that the money owed to Mr. Deboid. Sr, through 2003 totaled' 
!; '?!2'™ ^^ Attachnwnt J). At the end of December 2003. U.S. Oidnance pakJ Mr, E)eboid. Sr 

$1 ,046,000. and still owes Mm the balance of $32,194. This paymeiit v»as money due and owing Mr 
Debord, Sr. and, pursuant to the advice of Sldley « Assoctates, was paM as soon as U S Oidnance 
wukl feasibly do so. TWs payment was solely based on the compensafion due Mr, Deboid. Sr. for the 
lawful worit he performed for U.S. Oidnance as a Sales and Marketing Manager: U S Oidnance was 
advised by Sldley & Associates to pay all of its emptoyees who were owed compensation. TWs payment 
was therefore not a payment unique to Mr. Debord, Sr. Comparable payments ««ere also made to Mr 

Debord, Jr. and Mr- Jusltee to pay the money that vras also due them as a result of defeninn or receivina 
betow market average salaries. Upon request, forther infomrathm can be provided bv Skllev & 
Associates. ' 

While U.S. Ordnance did increase Its profitability during 2003, it also expected to generate ftirther 
mwme in connection with fte planned exports to the Colombian Anny under Plan Colombia a U S 
imBabve^ IJ.S. Ordnance exhausted much of its resources In buikllng the weapons it had contracted to 
ship to Colombia, but was not able to tUffil Its obt gafiens and reealve payment baca useiiM n«iAB»a,f« 
heeneaa han^ rwt been feoeived firom the Office off Delense Trade Confaote rPTC-^ mJiiJfhl^ZlJ 



^^^ i^^ *^ ^^^ for as early as October 21 . 2003. Due to additional requests for Infoimafion 
mwn the State Departmem, Congressional notification, and the current review by DTC U S Oidnance 
has been waiting for at least one Colombian license for almost eight months. As a result U S Oidnance 
w®8 fof»d to bomw $500,000 from Curtis Deboid, Sr., $500,000 fiiom Curtis OebonJ, Jr. and $500 OOO 
from U.S. Bank to continue its daily operations. Without these bans, U.S. Oidnance wouM have had to 
suspwid Its operations, to the detriment of the company and afl of its emptoyees. and to the efficacy of 
Pten C(«ombte insot&r as the weapons It had planned to export to the Colombian militeiy were part of 
riwi Cdomtxa. 

The tenns of Mr. Debord, Jr.'s and Mr. Debord. Sr.'s promissory notes require U S, Ordnance to 
refMiy the pnndpal, and six percent interest, to the lenders on or before December 30 2004 with no 
monthly pajments required fege Attachment K). No remuneration, with the exceptkm of the payment of 
prim^pai and interest, is imrotved in the r^M^nent of the loan to Mr. Debord Sr The 
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requirBd steely because U.S. Ordnance has not received the peimlts from OTC necessary to fixport 
weapons to the Colombiai Anny. The loan was, however, lawful and Mr. Oeboid, Sr. is currently a 
creditor of U.S. Ordnance similar to any other lending enlily. if required by DTC. U.S. Oidnance will divest 
itself of the debt to Mr. Oebord, Sr. in order to proceed with lis Colombian transactions, and all other 
exporting acfivlfies. 

U.S. Ordnance protests any impBcation that the loan from Mr. Deboid, Sr. is an improper 
Investment in U.S. Ordnance, but win comply with DTC's requirements In order to continue its status as a 
reHaUe defaise trade partner. U.S. Ordnance greatly desires to repay the loans from b(^ Mr. Debord, 
Sr. end Mr. Debord, Jr. but has been prevented liom doing so because of Its cunent financial situation. 
Ttte aggregate $1.5 milDon U.S. Orelnance borrowed fttmi Mr, Debord. Jr., Mr. Debotd, Sr. and U.S. Bank 
has been almost entirely exhausted and the company cannot continue its d^ly operations Ibr much 
longer without the emit/ to fijifill its obfigaOons under Us contracts. Apfxwal of pending licenses will aHow 
U.S. Ordnance to slntultaneously ftjrther the goals of the United Steles under Plan Colombia and 
generate enough income to repay Its debts and remain Unancicdly viabte. 

I=inaliy, Mr. Deboid, Sr. has never owned en equity interest In U.S. Ordnance. Of the 25,000,000 
autfKMized shares of U.S. Ordnance Common Slock. 1 ,000,000 shares wei« issued to Curtis Debord, Jr 
on September 1 0, 1 097 ^g Attechment L). The atteched copy of SlwcIc Certinctf e Number 1 represents 
all of U.S. Ordnance* Issued and outstending shares (^Attechment M). Consequenlfy, Mr. Debord, Jr 
rs the only person who has ah equity investment in U.S. Ordnance, and who has received stock divktonds 
from shar« ownership. Mr. Debord, Sr. never frnandally invested In U.S. Onlnance. 

E. EXPORT AND BROKERING ACTIVITIES 

The compensation Mr. Debord, Sr. dkj receive was lor his senrioe solely to the Sales and 
Markefing Department Al other U.S. Ordnance business affairs. Including eitpoit activities, were handled 
by other U.S. Ordnance employees ^gs Attachment HI). Typlcaily. Mr. Oebord. Sr. met with dents to 
Resent and discuss products ttiat are availaUe from U.S. Ordnance. Mr. Norman Justice was responslbte 
for provkling cost estimates and quotes to dtente, and for identifying key business sectors prtor to 
January 1 , 2004, and ttiis rote was assumed by Mr. Steve i^lzer after that date. The resulting price is 
ttien otHiflnned with Curtis Debord, Jr., Mr. Dan Fasster, Production Manager, and Steve Hetzer 
Marketing Manager. The ofter that is uttimsteiy submitted to the potential dtent k prepared by Mr Helzer 
and approved and signed by Mr. Debord, Jr. Cunentiy, forms associatedwiUi tills process, such as Hie 
fomwl offier and export license appicatfons. are prepared by Messrs. Heizer, Justice, and Debord, Jr. 
Prior to November 2003, FD and Associates, a taw firm located in McLean, Virginte, handled license 
fonns and their submission on behalf of U.S. Ordnance. Mr. Debord, Sr.'fe r^ponsibilitiee were Nmitod to 
representing the company and presenting its produds to potential or exisflng dents, but Ms Junction 
ended after such a presentation. He. therefore, never pariicipatad In tiie compan/s export activities. 

Simllarty, Mr. Debord, Sr. never had any role In any brokering activities perfomied by U S 
Ordnance. U.S. Ordnance is registered with DTC as a manufacturer of Defense Articlee and all of ite 
export Ocenses are under PiylDTC Registration Code: M1429. Mr. Debord, Sr. never functioned in a 
brokering capacity, as defined In K 1 29.2 of the ITAR. White Mr. Debord, 8r. dkf meet witii dente to 
present products, he dkl so in Ms capad^ as an employee of U>S. Ordnance, not as an e^ent. 
Furthermore, Mr. Debord, Sr. never acted as an agent for any UiinJ party conducting business witii U S 
Ordnance, nor did he ever receive any ibmi of compensation friom any third party for such conduct. 

The compensation Mr. Debord, Sr. did receive was a result of the lotel U.S. Ordnance sales 
regardless of whether thev were forakin or damss^ . if a substential amount of sale? were indeed fbre^n 
It was pursuant to the goals of U.S. Oninance, not any of Hs indlMdual employees. A( the end of the fiscal' 
year, an sales were calculated, and an incentive bonus was pakJ (or defened) to Mr. l3eboid Sr. equallo 
five percent of the total sales over $1 million. This compensation was due Mr. ISebord, Sr. In acoontance 
wnth his Employment Agreement, and was not dependent on any fore^n export activWes perfomwd by 
1®' P*?"^"™- '^'so, the bonus compensation stnrcture was comparabte to that paki to other empteyees 
wio had srmllar responsibilities. For exampJe, Mr. Nonnan Justice receives the sum of three percent on ' 
all sales of hfm machine guns and spare parts. This con^nsation is paid regardtess of whether the 
sales are to foreign or domestic entities. The amount of Mr. Oebord, Sr.'s compensation was detemrined 
by his success as a salesman, but was not dependent sotely on the exporte of U.S. Ordnance 
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AcWrtfonaBy, because Mr Debord, Sr is separated from U,S, Ordnance, he wffl not receive any fijitier 
compensation based on the sates ratated to U.S. Ordnance^ pending licenses. He wiH rec^ve no direct 
or imliieot benefit ftom the approval of the Colombian licensee or any other pending licenses. 



While perfonrdng a thorough review of the above export activities, U.S, Onjnance^ counsel tirem 
to our attention that the commission paid to the company's routine registerad agent in Colomlxa had not 
been reported pursuant to the requirements of 22 CRR. & 130.9. This omission wae inadvertent U.S. 
Ordnance acquired the registBred agent as a result of the April 2000 ficmsfr^ agreement with SACO 
Defense, U.S. Ordnance subsequently followed the Ucensir^ routine sstabliahed by SACO Defense, and 
believed that the intent of & 130.9 was to prevent foreign whupUon and did not apply to routinely \MzB€i 
overseas registered agents. Following an esfabHshed routine Is no excuse for not properly disclosing 
required InformaSon, and U,S* CMnance is researching the matt:er thoroughly. In each transaction a 
negottated fee or commission was paid to the same Individual, who also represents other established 
U,S. and foreign c^tmpantes in Colombta. US. Ordnance and Curtis Debond, Sr have no finandal 

invesim^it ki or any reiafionsMp to the agent or his firm whatsoever Jt is simply a pn>f^^ 
relafionship. This agent had been performing the same wortc for SACO Defense previously, as wei && 
other U-S. comparries. We are presently reviewtng aH documents related to these transa(^ons and will 
provide the Office bf Defense Trade Controte Complance a luH and accurate report of the precise amount 
of these comrrissions In accordam^ with the guidelnes set out In 22 C.F,R, ft 1 30.1 0> 



U.S. Ordnance regrets Hs oversight in faffing to include this infbmoaUon when 
previous l<^nse appications, end we are providing tUrther training and Instnjcfion to our staff so there is 
a clearer understarttling of our general reporting obigaHons, and tttose required when omisslorK are 
involved that are wRhln the scope and deflnillon of Part 130 r&qulrements. U.S. Onlnance wilt conduct a 
ftorough review of this matter and wiH ensure that it Is not repeated. PoDowirH) the guideflnes of 22 C.F. R. 
& 127.12, the company will provide tfie Oflice of Defsnse Trade Control Compiance with a oc»nplete 

report witNn sixty (SO) days of the date of this letter, unless we receive other gu^ 
you. With regard to any pending ficenses, we v^ contact the Office of Defense Trade Controte Ucenstng 
In the next several days to provide any supplementel or updated infomiaflon that they may require to 
complete their review, 

F. CONCUJ3ION 

In summary, the finandal benefits Mr. Oebond, Sr. received from U.S, Ordnance were ekni to the 
benefits any person similaf^ employ would receive. His emplc^nnent with U.S, Ordnance was not 
sought by him. but was at the request of U.S. Ordnance. The ongolr^ Indictment In Case No. 97-00239- 
MMC in no way t>arred Mr^ Debord, Sr from employment, and as an employee he was entitled to financial 
compensation. He defened payment of his modest salary and total compensation unUt U.S. Ordnance 
was flnanciaRy viable, and then received the compensation due him. A stgniiicant amourtf of U.S. 
Ordnance^ sales were made to foreign enfities because that was in accordarK^e with the intended market 
tot U.S. Ordnance^ products as based on the product teetf. All transactions wera dirBrt commeraai 
sales, and many received support from the U.S. Gov^nment. 

As explained in our Transaction Exception Request submitted to your office on June 8, 2004 (see 
Attachment O), three of U-S. Ordnance^ pentfing Bcenses are pursuant to Plan CofOTiWa, an important 
U.S. initf^ve. The U.S, cannot succeed In assisting countries Eke ColombN without the eqiipment 
supplied by companies Gke U.S, Ordnance, As the exclusive nunufiacturer and sole distributor of aD 
models of ttie M60 Series machine gun. U.&. Ordnance Is unkruely quaifled to provide support to the 
U.S, Govemmenfs goals In Colombia. Without DTC approval for these Ucenses, U.S. fore^n potcy is 
undermined and the Colombian anti-narcotics and antWerrorism missions are seriously compromised. 
U,S. Ordnance Is a relable defense trade partner with a clean export record, and wishes to luIfiB Its 
ol^llgaflons to the Colonr^an Govemment without further delay. 

Not only are U.S. Ordnance products important to Colombia and the foreign market, but the U-S. 
military remains the company's second largest customer, if U.S. Ordnance does not receive its export 
^enses the company will l)e forced to shutdown. This wifl affecS not on^ fore^n custonwrs, but wiH also 
have a serious imr^ct on our domesfic armed forces. U,S. Ordnance has alw^ been proud to assist the 
UnRed States Govemment and military In whatever capacity possible, and wishes to continue to do so 
U.S. Oninance has always been willing to work with the Office of Defanse Trade Controls, and any other 
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government $gency, in cwder to su|^x»rt our country% goals both at homo and abroad. U.S. Ordnance 
should not be penaltzed lor a lawful relgtionshlp with a former employee, and r^uests an Immedate 
restoration of it» good stancflng wrib DTC. 

This whole matter has M in serious jeopardy the company^ abiKly to stay open and provide Jobs 
to approximately twenty-five employees in the Reno, Nevada arBa, 

If you have any further questkHis, ple%e conbot me at (775) 356-2380, or our 
Washir^lton Counsel, Mark Barnes, at (202) 626^)070. 



RespectfuRy Yours, 




Curtis Debord, Jr 

President U-S- Ordnance, Inc. 



cc: Mark Barnes 
Bob Ban- 



